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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  the  Assistant  Secretary  for 
Policy  Deveiopment  and  Research 

Office  of  the  Assistant  Secretary  for 
Housing — Federal  Housing 
Commissioner 

[Docket  No.  N-92-3382;  FR-3177-N-01] 

Preservation  of  Muitifamily  Assisted 
Rental  Housing:  Interim  Guidelines  for 
the  Section  222(e)  Windfall  Profits  Test 

agency:  Office  of  the  Assistant 
Secretary  for  Policy  Development  and 
Research,  and  Office  of  the  Assistant 
Secretary  for  Housing — ^Federal  Housing 
Commissioner,  HUD. 

ACTION:  Notice  of  interim  guidelines  and 
request  for  public  comment. 

summary:  On  May  2, 1991  the 
Department  published  a  proposed  rule 
entitled  “Prepayment  of  a  HUD-Insured 
Mortgage  by  an  Owner  of  Low  Income 
Housing"  designed  to  implement  the 
Low-Income  Housing  €ind  Resident 
Homeownership  Act  of  1990  (The  1990 
Act).  In  conjunction  with  this  proposed 
rule,  HUD  has  developed  written 
gmdelines  to  carry  out  the  windfall 
profits  test  required  under  section  222(e) 
of  the  1990  Act  The  purpose  of  this 
notice  is  to  announce  the  standards  that 
will  be  used  for  making  “windfall  profit” 
determinations  in  accordance  with  the 
statute,  and  to  afiord  opportunity  for 
public  comment  which  HUD  will  take 
into  consideration  in  developing  and 
implementing  final  windfall  profits 
guidelines. 

DATES:  Effective  date:  These  interiili 
guidelines  shall  become  effective  May  8, 
1992.  The  effective  date  of  this  notice 
may  be  postponed  if  die  Department  is 
unable,  on  or  before  that  date,  to  publish 
a  companion  document,  the  final 
Guidelines  for  Determining  Appraisals 
of  Preservation  Value  under  the  Low 
Income  Housing  Preservation  and 
Resident  Homeownership  Act  of  1990. 
(The  proposed  Appraisal  Guidelines 
were  published  for  notice  and  comment 
on  December  12, 1991  at  56  FR  64932.) 

Gomment  due  date:  All  written 
comments  must  be  received  on  or  before 
June  8, 1992. 

ADDRESSES:  Interested  persons  are 
invited  to  submit  comments  regarding 
these  guidelines  to  the  Rules  Docket 
Glerk,  Office  of  General  Gounsel,  room 
10276,  Department  of  Housing  and 
Urban  Development,  451  Seventh  Street, 
SW.,  Washii^on.  DC  20410-0500. 
Communications  should  refer  to  the 
above  docket  number  and  title.  A  copy 
of  each  communication  submitted  will 


be  available  for  public  inspection  and 
copying  between  7:30  a.m.  and  5:30  p.m. 
weekdays  at  the  above  address. 

FOR  FURTHER  INFORMATION  CONTACT. 
Bruce  D.  Atkinson,  Office  of  Economic 
Affairs,  room  8222,  Department  of 
Housing  and  Urban  Development.  451 
Seventh  Street,  SW.,  Washington.  DC 
20410,  voice:  (202)  708-0590:  TDD  (202) 
708-0770.  (These  are  not  toll-free 
numbers.) 

SUPPLEMENTARY  INFORMATION:  Title  VI 
of  the  Cranston-Gonzalez  National 
Affordable  Housing  Act,  Public  Law 
101-625,  enacted  November  28, 1990, 
contains  the  Low  Income  Housing 
Preservation  and  Resident 
Homeownership  Act  of  1990  (the  “1990 
Act"). 

The  1990  Act  provides  the  Secretary 
of  HUD  with  permanent  authority  to 
deal  with  HUD-assisted  multifaz^y 
projects  where  owners  have  the  option 
of  prepaying  their  mortgage  loans.  Its 
basic  objectives  are  to  assure  that  most 
of  the  “prepayment"  inventory  of  HUD- 
assisted  housing  remains  affordable  to 
low-income  households  and  to  provide 
opportunities  for  tenants  to  become 
homeowners,  while  at  the  same  time 
fairly  compensating  owners  for  the 
value  of  their  properties.  A  proposed 
rule  for  implementing  the  1990  Act  was 
published  in  the  Federal  Register  on 
May  2, 1991  imder  the  title  “Prepayment 
of  a  HUD-Insured  Mortgage  by  an 
Owner  of  Low-Income  Housing”  (56  FR 
20262).  The  Department  provided  for  a 
60-day  period  after  the  publication  of 
the  proposed  rule  for  the  submission  of 
public  comments  (until  July  1, 1991). 

Section  222(e)  of  the  1990  Act  reads  as 
follows: 

(e)  WINEffALL  PROFITS.— The  Secretary 
shall  submit  a  report  to  the  Congress  not  later 
than  90  days  after  the  enactment  of  die 
Cranston-Gonzalez  National  Affordable 
Housing  Act  evaluadng  the  availability, 
quality,  and  reliability  of  data  to  measure  the 
accessibility  of  decent  affordable  housing  in 
all  areas  where  properties  are  eligible  to 
submit  a  notice  of  intent  to  prepay  under 
section  212.  To  prevent  payment  of  windfall 
profits,  the  Sectary  may  make  available 
incentive  payments  under  section  219  or  220 
only  to  owners  in  those  rental  markets  where 
diere  is  an  inadequate  supply  of  decent 
affordable  housing,  if  the  ^cretary 
determines  that  adequate  data  can  be 
obtained  to  permit  objective  and  fair 
implementation  or  where  necessary  to 
accomplish  the  other  public  policy  objectives 
>  under  this  subtide.  The  Secretary  shall 
implement  this  subsection  in  a  maimer 
consistent  widi  the  process  established  by 
this  subdde. 

The  purpose  of  this  notice  is  to 
publish  HUD's  interim  windfall  profit 
guidelines  for  effect  and  to  protdde 
opportunity  for  public  comment  tqion 


the  guidelines  preparatory  to  their 
republication  in  final  form. 

Section  222(e)  specifies  that  “to 
prevent  payment  of  windfall  profits", 
the  Secretary  may  make  available 
incentive  payments  under  section  219  or 
220  only  to  owners  in  those  rental 
markets  where  there  is  an  inadequate 
supply  of  decent  affordable  housing,  if 
the  Secretary  determines  that  adequate 
data  can  be  obtained  to  permit  objective 
and  fair  implementation  or  where 
necessary  to  accomplish  the  other  public 
policy  objectives  (under  title  VI  subtitle 
A).  Tire  statute  reflects  the  concern  that 
“the  preservation  solution  should  not  be 
used  to  provide  incentives  to  owners 
who  would  not  have  prepaid,  given  local 
market  conditions.”  House  Conference 
Report  to  the  Cranston-Gonzalez 
National  Affordable  Housing  Act,  Conf. 
Rep.  No.  101-943, 101st  Cong.,  2nd  Sess. 
p.  469. 

Section  222(e)  also  required  the 
Department  of  Housing  and  Urban 
Development  to  submit  an  evaluation  of 
the  “availability,  quality  and  reliability 
of  data  to  measure  the  accessibility  of 
decent  affordable  housing  in  all  areas 
where  properties  are  eligible  to  submit  a 
notice  of  intent  to  prepay.”  This 
evaluation  was  delivered  to  the 
Congress  on  April  4, 1991  and  is 
available  for  examination  and  copying 
by  the  public  at  the  office  of  the  Rules 
I>ocket  Clerk,  room  10276,  Department 
of  Housing  and  Urban  Development. 

The  Department  found  that  adequate 
data  can  be  obtained  to  permit  the 
objective  and  fair  implementation  of  the 
ty^  of  test  required  by  section  222(e). 

The  Department  believes  that  these 
guidelines  are  appropriate  for 
publication  for  immediate  effect,  in 
advance  of  public  comment,  because  the 
nature  and  scope  of  the  guidelines 
already  have  been  the  subject  of 
congressional  examination  at  the  time 
die  above-noted  report  to  the  Congress 
was  made,  and  because  the  report 
(which  was  available  to  the  public)  has 
itself  been  the  subject  of  numerous 
comments,  which  were  consulted  during 
the  development  of  this  document. 

It  is  cridcal  diat  the  windfall  profit 
guidelines  be  made  effective  at  the 
outset  of  the  effectiveness  of  the  new 
Prepayment  regulation,  because  the 
me^anisms  described  in  this  document 
are  integrally  related  to  the  prepayment 
process  described  in  that  related 
regulation.  Nevertheless,  the 
Department  expects  promptly  to 
republish  these  guidelines  in  their  final 
fmm  following  additional  public 
commenL  so  ffiat  the  great  majority  of 
prepayment  applicants  will  be  subject  to 
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the  application  of  guidelines  developed 
following  full  public  comment. 

Procedural  Matters 

Executive  Order  12606,  The  Family 

The  General  Counsel,  as  the 
Designated  Official  under  Executive 
Order  12606,  The  Family,  has 
determined  that  this  issuance  would  not 
have  potential  for  significant  impact  on 
family  formation,  maintenance,  and 
general  well-being,  and,  thus,  is  not 
subject  to  review  under  the  Order.  The 
guidelines  would  be  used  as  an  adjunct 
to  regulations  implementing  the  Low 
Income  Housing  and  Resident 
Homeownership  Act  of  1990 — legislation 
designed  to  preserve  and  enhance 
housing  opportunities  for  lower  income 
families. 

Executive  Order  12612,  Federalism 

The  General  Counsel,  as  the 
Designated  Official  under  section  6(a]  of 
Executive  Order  12612,  Federalism,  has 
determined  that  the  policies  contained 
in  these  guidelines  will  not  have 
federalism  implications  when 
implemented  and,  thus,  are  not  subject 
to  review  under  the  Order.  These 
guidelines  do  not  change  in  any  way 
existing  relationships  between  HUD,  the 
States,  or  local  governments. 

Dated:  March  6, 1992. 

John  C.  Weicher, 

Assistant  Secretary  for  Policy  Development 
and  Research. 

Arthur  |.  HiU, 

Assistant  Secretary  for  Housing — Federal 
Housing  Commissioner. 

Preservation  of  Multifamily  Assisted 
Rental  Housing:  Guidelines  for  the 
Section  222(e)  Windfall  Profits  Test 

Summary 

This  document  sets  forth  HUD’s 
procedures  and  standards  for 
implementing  the  windfall  profits  test  in 
section  222(e]  of  subtitle  A  of  title  VI  of 
the  Cranston-Gonzalez  National 
Affordable  Housing  Act  of  1990  (Pub.  L. 
101-625  approved  November  28, 1990), 
entitled  the  “Low  Income  Housing 
Preservation  and  Resident 
Homeownership  Act”  (“title  VI”).  Title 
VI  replaces  the  Emergency  Low  Income 
Housing  Preservation  Act  of  1987  (“title 
11”)  with  a  comprehensive  program 
governing  the  prepayment  of  mortgages 
insured  or  assisted  under  the  National 
Housing  Act.  Regulations  for  title  VI  are 
contained  in  24  CFR  part  248.  One  part 
of  the  program  enacted  by  Congress  to 
deal  with  prepayments  is  a  windfall 
profits  test  as  set  forth  in  section  222(e]. 
This  document  explains  how  HUD  will 
implement  this  requirement. 


Background 

Title  VI  creates  a  permanent  and 
comprehensive  program  to  preserve 
privately-owned  low  income  housing 
projects  while  not  unduly  restricting  the 
owner’s  mortgage  prepayment  rights. 
Section  218  allows  owners  of  projects 
subject  to  low-income  affordability 
restrictions  to  terminate  these 
restrictions  by  prepaying  their  HUD- 
insiued  mortgage  subject  to  certain 
statutory  constraints:  Prepayment  may 
occur  only  if  it  does  not  result  in  a 
material  increase  in  economic  hardship 
for  ciurent  tenants  and  only  in  localities 
where  prepayment  will  not  materially 
affect  the  availability  of  decent,  safe, 
and  sanitary  housing  affordable  to  low- 
income  and  very  low-income  families. 
Sections  219  and  220  provide  incentives 
to  owners  to  maintain  the  low  income 
affordability  restrictions  for  the 
remaining  useful  life  of  their  projects  or 
to  transfer  the  property  to  other  entities 
which  agree  to  continue  the  low  income 
affordability  restrictions. 

Section  222(e]  specifies  that  “to 
prevent  payment  of  windfall  profits,  the 
Secretary  may  make  available  incentive 
payments  imder  section  219  or  220  only 
to  owners  in  those  rental  markets  where 
there  is  an  inadequate  supply  of  decent, 
affordable  housing,  if  the  Secretary 
determines  that  adequate  data  can  be 
obtained  to  permit  objective  and  fair 
implementation  or  where  necessary  to 
accomplish  the  other  public  policy 
objectives”  (under  title  VI,  subtitle  A). 
The  statute  reflects  the  concern  that 
“the  preservation  solution  should  not  be 
used  to  provide  incentives  to  owners 
who  would  not  have  prepaid,  given  local 
market  conditions.”  House  Conference 
Report  to  the  Cranston-Gonzalez 
National  Affordable  Housing  Act,  Conf. 
Rep.  No.  101-943,  lOlst  Cong.,  2nd  Sess, 
p.  469. 

Section  222(e]  also  required  the 
Department  of  Housing  and  Urban 
Development  to  submit  an  evaluation  of 
the  “availability,  quality  and  reliability 
of  data  to  measiu'e  the  accessibility  of 
decent  affordable  housing  in  all  areas 
where  properties  are  eligible  to  submit  a 
notice  of  intent  to  prepay.”  This 
evaluation  was  delivered  to  the 
Congress  on  April  4, 1991.  The 
Department  found  that  adequate  data 
can  be  obtained  to  permit  the  objective 
and  fair  implementation  of  the  type  of 
test  required  by  section  222(e). 

Windfall  Profits  Test 

This  section  describes  HUD’s 
proposed  windfall  profits  test  and 
explains  why  HUD  has  constructed  the 
test  in  this  manner.  The  section  that 
follows  discusses  the  procedure  HUD 


will  use  to  carry  out  the  windfall  profits 
test  as  part  of  the  overall  process 
related  to  title  VI. 

In  carrying  out  the  requirement  of 
section  222(e),  the  Department  observed 
that  Congress  identified  three  distinct 
concerns.  First,  the  language  in  the 
conference  report,  quoted  above,  speaks 
about  the  concern  that  benefits  mi^t  be 
made  available  in  cases  where  an 
abundant  supply  of  market  rate  rental 
housing  would  not  make  prepayment 
profitable.  This  language  describes 
situations  in  which  supply  exceeds 
demand  in  rental  markets  so  that  retiuns 
to  new  or  newly  converted  market  rate 
rental  units  are  below  average.  In 
underwriting  mortgages  for  FHA 
insurance,  these  situations  are  referred 
to  as  “soft  markets”.  In  general, 
incentives  would  not  be  needed  in  these 
markets  to  prevent  prepayment.  Second, 
the  statute  speaks  about  the 
“accessibility  of  decent,  affordable 
housing”  and  an  “inadequacy  of  the 
supply  of  decent,  affordable  housing.” 
'The  Department  interprets  these  two 
phrases  to  encompass  the  same  concept, 
that  is,  markets  where  housing  is 
inexpensive  relative  to  income.  In  these 
markets,  incentives  are  not  needed  as 
long  as  the  tenants  directly  affected  will 
be  protected.  The  reduction  in  the 
number  of  units  of  assisted  housing 
should  have  little  impact  on  imassisted 
low-income  tenants  because  of  the 
accessibility  of  affordable  housing. 

Third,  the  statute  speaks  about  making 
incentives  available  to  owners, 
regardless  of  the  adequacy  or 
accessibility  of  the  supply  of  housing, 
where  necessary  to  accomplish  the  other 
public  policy  objectives  under  title  VI. 

The  Department  recognizes  that  these 
conditions  may  be  distinct.  A  market 
may  have  an  abundant  supply  of 
market-rate  housing  of  the  type  the 
project  would  compete  with  (i.e.,  be  a 
soft  market],  but  have  a  limited  supply 
of  housing  affordable  to  low-income 
families.  A  market  may  also  have  a 
supply  of  housing  that  is  both  abundant 
and  accessible,  but  because  of  the 
special  circiunstances  of  a  particular 
project,  incentives  are  justified  in  order 
to  preserve  the  housing,  e.g.,  the  project 
is  the  only  source  of  low-income  rental 
housing  in  the  immediate  area  or  there  is 
a  shortage  of  the  particular  type  of 
rental  housing  provided  by  the  project 
such  as  units  suitable  for  the  elderly, 
disabled,  or  for  large  families. 

Because  three  distinct  concepts  are 
involved,  two  dealing  with  market  area 
wide  factors  of  affordability  and 
availability,  and  one  about  the 
uniqueness  of  a  special  project,  the 
Department  has  determined  that  a  three- 
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part  test  would  best  carry  out  the  intent 
of  the  legislation.  A  project  would  be 
denied  eligibility  to  apply  for  incentives 
only  if  the  requisite  conchtions  under 
both  parts  of  the  market  area  test  are 
satisfied  and  the  Department  has  further 
determined  that  incentives  to  the 
particular  project  are  not  necessary  to 
accomplish  oUier  public  policy 
objectives  under  title  VI. 

The  first  part  of  the  test  focuses  on  the 
accessibility  of  affordable  rental 
housing.  HUD  will  identify  those  market 
areas  where  rental  housing  is  relatively 
more  affordable,  and  therefore  relatively 
more  accessible,  in  relation  to  other 
areas  in  the  country.  This  determination 
uses  the  ratio  of  the  most  recent  Section 
8  Existing  Fair  Market  Rent  (“FMR")  for 
a  two-bedroom  unit  for  the  area 
(pursuant  to  section  8(c)  of  the  United 
States  Housing  Act  of  1937]  to  the  rent 
affordable  by  a  four  person  family  with 
an  annual  income  equal  to  fifty  percent 
(.50)  of  the  area  median  family  income, 
assuming  the  family  uses  thirty  percent 
(.30)  of  income  for  gross  rent  Tlie 
median  family  incomes  are  based  on 
estimates  developed  by  the  Department 
(pursuant  to  section  3  of  tlie  United 
States  Housing  Act  of  1937).  Fifty 
percent  of  me^an  is,  in  general,  the 
federal  definition  of  very  low  income  for 
families  seeking  admission  to  assisted 
housing. 

Mathematically,  the  ratio  is  expressed 
as  the  following  fraction: 

Local  Pair  Market  Rent 

(.5)  *  (Local  median  annual  income/l2)  * 

(.3) 

This  ratio  examines  affordability 
directly  by  comparing  the  two  factors 
which  determine  affordability,  rent 
levels  and  income  levels.  Families  of 
four  are  eligible  for  most  assisted 
housing  programs  if  their  incomes  are 
below  50%  of  median  income.  In  some 
cases,  program  rules  allow  higher 
income  families  to  qualify.  Only  rarely 
are  income  limits  set  below  50%  of 
median  income.  The  denominator  of  the 
fraction  measures  what  rent  a  family  of 
four,  on  the  borderline  of  eligibility  for 
assisted  housing,  would  be  able  to 
afford  spending  30%  of  its  monthly 
income  for  rent  and  utilities  (affordable 
rent).  (In  almost  all  assisted  housing 
programs,  the  Federal  government 
requires  most  families  to  contribute  30% 
of  their  income,  after  adjustments,  for 
rent.)  The  numerator  is  HUD's  estimate 
of  the  cost  (rent  plus  utilities)  of  the  two- 
bedroom  rental  unit  at  the  45th 
percentile  of  the  rent  distribution  (Fair 
Market  Rent).  This  means  that  45%  of 


the  standard-quality,  two-bedroom  units 
cost  less  for  rent  and  utilities  than  the 
local  Fair  Market  Rent. 

If  this  ratio  is  equal  to  1  in  a  locality, 
then  a  family  of  four  on  the  borderline  of 
eligibility  for  assisted  housing  would  be 
able  to  afford  a  unit  renting  at  the  Fair 
Market  Rent  fit>m  its  own  resources. 
(Because,  as  explained  later,  HUD 
makes  adjustments  to  the  fifty  percent 
of  median  figure  when  setting  its  very 
low  income  eligibility  standards,  such  a 
family  would  be  well  within  the  limits 
for  admission  to  assisted  housing  in 
many  localities.)  This  family  would  be 
able  to  afford  45%  of  all  two-bedroom 
units  without  spending  more  than  30%  of 
its  income  for  rent  In  a  majority  of 
cases,  this  family  would  spend  less  than 
30%  of  its  incomp.  If  the  ratio  is  less  than 
1  in  a  locality,  then  the  borderline  four- 
person  family  would  be  able  to  afford 
more  than  45%  of  the  standard-quality 
two-bedroom  units.  The  opposite  is  true 
for  localities  where  the  ratio  is  greater 
than  one.  In  these  places,  the  borderline 
four-person  family  would  be  able  to 
afford  less  than  45%  of  the  standard- 
quality  two-bedroom  units.  Thus,  if  all 
localities  were  ranked  by  this  ratio, 
localities  with  lower  ratios  would  be 
places  where  housing  is  more 
affordable. 

In  carrying  out  the  first  part  of  the 
Windfall  Profits  Test  HUD  will 
calculate  the  ratio  of  market  rent  (the 
most  recent  section  8  Existing  FK^]  to 
affordable  rent  (the  rent  affordable  by  a 
four  person  family  with  an  annual 
income  equal  to  fifty  percent  (.50)  of  the 
area  median  family  income)  for  all 
metropolitan  cureas  and  all 
nonmetropolitan  counties.  The  ratios  for 
the  metropolitan  and  nonmetropolitan 
areas  will  then  be  arrayed  separately  in 
rank  order  from  lowest  to  highest 

This  process  vdll  produce  a  relative 
ranking  of  localities  with  respect  to  the 
affordability  of  housing.  Localities  with 
low  ratios  have  rental  housing  which  is 
relatively  more  affordable  than 
localities  with  high  ratios.  However, 
some  dividing  line  has  to  be  established 
such  that  localities  whose  ratios  fall 
below  that  line  will  be  considered  to 
have  affordable  housing  in  the  sense  of 
this  statutory  requirement  This  is 
difficult  because  there  is  no  agreed- 
upon  definition  of  what  constitutes 
“affordable  housing"  for  a  market 
perspective. 

In  order  to  see  if  the  data  provide 
information  on  where  to  establish  the 
dividing  line.  HUD  graphed  the  ratios 
from  lowest  to  highest  The  results 
evidenced  no  obvious  break  point 
Except  for  the  very  lowest  and  very 
highest  ratios,  the  ratios  for  both 


metropolitan  and  non-metropolitan 
areas  follow  approximately  a  straight 
line  fi'om  lowest  to  highest 

There  may  be  no  single  definition  of 
“affordable  housing"  f^m  a  market 
perspective;  however,  a  generally 
accepted  definition  does  exist  fiom  an 
individual  perspective.  A  30%  rent-to- 
income  ratio  has  become  accepted  as 
constituting  a  reasonable  expendibire 
on  housing  for  an  individual  family.  As 
stated  previously,  in  almost  all  assisted 
housing  programs,  the  Federal 
government  requires  families  to 
contribute  30%  of  their  income,  after 
adjustments,  for  rent 

A  ratio  of  1  provides  a  reasonable 
safety  check  for  affordability.  As  noted 
earlier,  when  the  ratio  is  1.  a  family 
earning  50%  of  median  income  can 
afford  to  rent  up  to  45%  of  all  standard 
quality,  two-bedroom  units  by  spending 
no  more  than  30%  of  its  income  on  rental 
costs.  To  provide  a  further  check  of 
affordability,  areas  with  ratios  at  or  less 
than  one  (1.0)  that  have  unusually  high 
Fair  Market  Rents  would  be  eliminated. 
Therefore,  HUD  proposes  that  the  list  of 
affordable  areas  will  be  comprised  of 
those  areas  whose  ratios  do  not  exceed 
one  (1.0)  and  whose  two-bedroom  Fair 
Maiket  Rents  do  not  exceed  120%  of  the 
national  average  Fair  Maricet  Rent  for  a 
two-bedroom  unit.  The  result  of  the  first 
measure  is  the  list  in  appendix  1,  of 
Metropolitan  Statistical  Areas  (MSAs) 
and  nonmetropolitan  countries  where 
rental  housing  was  determined  to  be 
relatively  affordable.  This  list  will  be 
updated  by  the  Department  annually. 

Being  on  the  list  means  only  that 
rental  housing  in  that  particular  area  is 
relatively  more  affordable  and  therefore 
potentially  more  accessible,  in  relation 
to  other  areas  in  the  country.  The  fact 
that  an  area  is  not  on  the  list  does  not 
mean  that  rental  housing  is  not 
affordable.  In  particular,  it  does  not 
mean  that  tenant-based  assistance 
(Section  8  certificates  and  vouchers]  will 
not  work  in  those  areas.  Moreover,  it 
does  not  mean  that  there  is  any  problem 
with  the  ability  of  the  market  to  supply 
housing  in  the  unlisted  areas.  The 
Department  believes  that  freely 
operating  housing  markets  will  respond 
effectively  to  demand. 

The  purpose  of  the  list  is  to  identify 
those  areas  where  the  change  fi'om 
project-based  rental  assistance  to 
tenant-  based  assistance  should  not 
result  in  an  upward  pressure  on  rents 
overall  In  such  areas,  tenants  affected 
by  prepayment  would,  with  the  use  of 
certificates  and  vouchers,  be  able  to  find 
affordable  housing  units  without 
adversely  raising  the  overall  rents  of 
units  available  to  low  income  renters. 
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However,  even  in  communities  where 
housing  is  relatively  affordable,  a  large 
change  relative  to  die  inventory  of 
housing  available  may  adversely  affect 
the  supply  of  units  currently  available  to 
and  occupied  by  the  unassisted  low 
income  renters.  Therefore,  the 
Department  must  also  look  at  the 
adequacy  of  the  overall  supply  of  rental 
housing.  This  analysis  of  the  adequacy 
of  the  supply  will  be  covered  in  the 
second  part  of  the  windfall  profits  test. 

HUD  considered  other  alternatives  for 
designating  areas  where  housing  is 
affordable.  These  alternatives  included 
[1)  the  procedures  used  in  designating 
difficult  development  areas  for  purposes 
of  the  low-income  housing  tax  credit;  (2) 
Census  data  on  median  income  and 
median  rents;  and  (3)  information  from 
Comprehensive  Housing  Affordability 
Strategies. 

LIHTC  Difficult  Development  Areas 

The  first  part  of  the  test  is 
conceptually  similar  to  the  procedme 
used  by  the  Department  in  designating 
difficult  development  areas  for  the 
purposes  of  the  low  income  housing  tax 
credit  (UHTC)  under  section  42  of  the 
Internal  Revenue  Code  of  1986.  The 
difficult  devdopment  area  approach 
compares  fair  maricet  rents  to  120%  of 
HUD  very  low-income  limits  rather  than 
50%  of  actual  median  income.  There  are 
two  important  differences  between  HUD 
very  low  income  limits  and  50%  of 
me^an  income.  HUD  very  low  income 
limits  are  set  in  each  locality  so  that 
they  are  the  higher  of  50%  of  local 
median  income  or  of  the  state 
nonmehx^xditan  median  income.  HUD 
very  low  income  limits  are  also 
increased  in  areas  with  high  housing 
costs.  The  ratio  used  for  difficult 
develc^ment  areas  would  overestimate 
affordability  in  localities  where  these 
upward  adjustments  are  made. 
Therefore,  HUD  decided  not  to  use  the 
same  approadi  as  it  uses  to  designate 
difficult  development  areas. 

Using  the  adjusted  ratio  is  appropriate 
for  desiffliating  difficult  development 
areas.  Congress  created  the  difficult 
development  area  distinction  to  identify 
places  where  there  might  be  an 
incon^tency  between  the  rules 
governing  income  eligibility  and 
allowable  rent  in  the  low  income 
housing  tax  credit  program.  Therefore, 
the  correct  comparison  in  this  case  is 
between  housing  costs  and  program 
income  limits,  rather  than  actual  median 
income. 

Census  Data 

HUD  also  compared  median  rents  to 
median  income  for  the  1980  Census.  The 
results  were  highly  correlated  with  the 


approach  which  HUD  proposes  to  use. 
HUD  believes  that  the  first  part  of  its 
test  should  reflect  ciurent  maiket 
conditions  and  dierefore  decided 
against  using  data  which  are  available 
only  on  a  decennial  basis. 

Comprehensive  Housing  Affordability 
Strategies 

HUD  chose  not  to  use  information 
from  the  Comprehensive  Housing 
Affordability  Strate^es  (CHAS) 
submitted  by  localities  and  states  for 
several  reasons.  First,  a  CHAS 
submitted  by  a  locality  reflects  that 
community’s  assessment  of  the  needs 
and  conditions  only  in  the  locality,  and 
not  necessarily  in  the  overall  housing 
market  area,  ^cond,  a  substantial  part 
of  the  data  on  housing  needs  and  market 
conditions  that  will  be  the  basis  of  the 
CHAS  will  be  obtained  for  the  1990 
Decennial  Census  and  will  be  provided 
by  the  Department  later  this  year  and  in 
1993.  This  information  is  not 
immediately  available  and,  once 
available  will  become  dated  as  the 
decade  progresses.  Third,  not  all 
communities  where  projects  would  be 
eligible  to  prepay  may  be  covered  by  a 
CHAS.  Under  the  rules  for  the  CHAS,  a 
state  has  the  option  to  decide  at  what 
geograf^c  level  it  presents  its  analysis 
of  housing  needs  and  conditions.  Fourth, 
the  CHAS  does  not  specifically  require 
an  assessment  of  the  affordability  of 
rental  housing.  Therefore,  the 
Department  could  not  rely  on  the  CHAS 
for  an  objective  and  fair  implementation 
of  the  windfall  profits  test 

The  second  part  of  the  windfall  profits 
test  involves  determining  whether  there 
is  an  excess  of  supply  over  demand  ior 
rental  housing  in  the  housing  market 
area.  The  purpose  of  this  part  of  the  test 
is  to  identify  those  market  areas  on  the 
above  list  of  places  with  affordable 
housing  where,  given  local  market 
conditions,  owners  would  probably  not 
prepay  if  allowed. 

An  accurate,  timely  and  objective 
analysis  of  the  balance  between  supply 
and  demand  of  rental  housing  in  a 
market  area  requires  analysis  of  the 
current  conditions  of  the  individual 
market.  The  analysis  must  be  based  on 
a  comprehensive  review  of  the  current 
and  anticipated  supply  and  demand 
factors  influencing  the  rental  housing 
market  Such  an  analysis  requires  data 
on,  and  consideration  of,  factors  such  as 
the  ciurent  rental  inventory  by  rent 
range,  recent  trends  in  the  occupancy 
and  absorption  of  rental  units,  current 
and  anticipated  rental  construction 
activity,  rental  vacancy  rates  in  the  area 
and  the  ciurent  and  forecasted  number 
of  renter  households.  Tlie  analysis  also 
has  to  take  into  consideration  such 


factors  as  current  and  anticipated  futine 
employment  growth  and  changes  in 
population  and  households. 

The  most  compr^ensive  source  of 
local  market  data  on  rental  inventories, 
rents  and  vacancy  rates  would  be  the 
1990  Census.  But  detailed  census  data 
for  local  areas  will  not  be  completely 
available  for  all  areas  until  19^  and  by 
this  time  the  market  conditions  in  a 
particular  area  may  have  changed 
significantly.  Some  characteristics  of  the 
rental  housing  market,  rental  inventory 
and  rents  for  example,  can  be  estimated 
by  updating  the  census  benchmark  data; 
however,  many  variables,  such  as  rental 
vacancy  rates,  require  considerable 
knowledge  of  current  local  market 
conditions  in  order  to  be  accurately 
estimated  and  interpreted.  Therefore, 
the  Department  will  conduct  the  second 
part  of  the  windfall  profits  test  using  a 
combination  of  census  and  other 
federally  produced  data  and  local  data. 
Determinations  will  be  made  on  a  case- 
by-case  basis  by  field  staff  familiar  with 
local  market  conditions. 

Conducting  a  case-by-case  analysis  of 
each  individual  market  area,  as  the 
second  part  of  the  test,  is  also  consistent 
with  the  manner  in  v^ich  HUD  will 
administer  other  aspects  of  this 
legislation,  specifically  the  review  of 
plans  of  action  to  prepay  in  section  218. 

The  HUD  Field  Office  with 
jurisdiction  over  the  market  area  in 
which  a  project  is  located  will  be 
responsible  for  conducting  the  second 
part  of  the  windfall  profits  test.  The 
second  part  of  the  test  involves  the  same 
process  and  the  accepted  statistical  and 
analytical  methods  of  housing  market 
analysis  that  the  Department  uses  in  its 
underwriting  of  multifamily  mortgage 
insurance  and  its  analyses  of  project 
proposals  for  federal  rental  assistance. 
HUD  field  office  staffs  routinely  monitor 
rental  housing  market  conditions  of  the 
market  areas  in  ffieir  jurisdictions, 
maintaining  data  bases  of  current 
information  on  housing  market 
conditions,  including  information  on 
housing  siqiply  and  demand  trends. 

As  noted  earlier,  projects  are  eligible 
for  incentives  unless  both  market-area¬ 
wide  conditions  of  the  windfall  profits 
test  are  satisfied.  Eligibility  to  receive 
incentives  will  be  denied  only  if  (1)  a 
project  is  located  in  a  market  that  HUD 
determined  has  an  adequate  supply  of 
affordable  housing:  and  (2)  HUD  has 
determined  that  the  market  area  has  an 
excess  supply  of  rental  housing.  Even  if 
both  conditions  are  satisfied,  a  project 
can  still  be  eligible  to  receive  incentives 
if  the  Department  determines,  in  the 
third  part  of  the  test  that  provision  of 
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incentives  is  necessary  to  achieve  other 
public  policy  objectives  under  title  VI. 

The  HUD  field  office  with  jurisdiction 
over  the  market  area  in  which  a  project 
is  located  will  be  responsible  for 
conducting  the  third  part  of  the  test. 
Because  this  test  involves  the  specific 
circumstances  and  composition  of  each 
individual  project,  it  will  be  necessary 
to  conduct  a  case-by-case  analysis.  Tlie 
third  part  of  the  test  would  only  be 
conducted  where  both  market  area-wide 
conditions  of  the  windfall  profits  test 
are  satisfied.  This  document  defines  the 
public  policy  objectives  to  be  the  local 
market  conditions  which  would  prevent 
a  project  from  prepaying  under  section 
218(a)(2).  Therefore,  no  project  denied 
the  right  to  prepay  under  section  218  will 
also  be  denied  eligibility  to  apply  for 
incentives. 

The  three  parts  of  the  windfall  profits 
test  fimction  together  to  satisfy  both  the 
letter  and  the  spirit  of  section  222(e)  and 
are  consistent  with  the  intent  of,  and 
procedures  set  forth  in  title  VI. 

Description  of  the  Procedure 

In  order  objectively  and  fairly  to 
implement  the  windfall  profit  provisions 
of  section  222(e)  of  subtitle  A  of  title  VI, 
the  Department  has  made  two  distinct 
determinations  on  an  area-wide  basis; 
One  on  the  affordability  of  rental 
housing  and  the  second  on  the  balance 
between  supply  and  demand  in  the 
rental  housing  market.  If,  as  a  result  of 
these  determinations,  the  Department 
decides  that  incentives  should  not  be 
made  available  in  an  area,  the 
Department  will  examine  each  project 
separately  to  determine  whether 
incentives  are  justified  on  the  basis  of 
public  policy  objectives. 

The  method  of  carrying  out  the 
windfall  profits  test  is  as  follows: 

1.  Test  of  Relatively  Affordable  Rental 
Housing 

The  determination  of  the  relative 
affordability  of  rental  housing  in  all 
areas  where  properties  are  eligible  to 
submit  a  notice  of  intent  to  prepay  is 
based  on  the  ratio  of  the  most  recent 
Section  8  Existing  Fair  Market  Rent  for  a 
two-bedroom  unit  for  the  area  (pursuant 
to  section  8(c)  of  the  United  States 
Housing  Act  of  1937)  to  the  rent 
affordable  (assuming  a  30  percent  rent- 
to-income  ratio)  by  a  four-person  family 
with  an  annual  income  equal  to  fifty 
percent  (.50)  of  the  area  median  family 
income.  The  median  family  incomes  are 
based  on  estimates  developed  by  the 
Department  (pursuant  to  section  3  of  the 
United  States  Housing  Act  of  1937). 

a.  A  ratio  of  market  rent  to  affordable 
rent  is  calculated  for  all  metropolitan 
areas  and  all  nonmetropolitan  counties. 


The  ratios  for  the  two  categories  are 
then  arrayed  separately  in  rank  order 
from  lowest  to  highest. 

b.  Based  on  the  ratios,  the  Department 
has  developed  a  list  of  affordable  areas. 
The  list  of  affordable  areas  is  comprised 
of  those  areas  (metropolitan  areas  and 
nonmetropolitan  counties)  whose  ratios 
do  not  exceed  one  (1.0)  and  whose  two- 
bedroom  Fair  Market  Rents  do  not 
exceed  120%  of  the  national  average 
Fair  Market  Rent  for  a  two-bedroom 
unit. 

c.  The  list  will  be  updated  by  the 
Department  annually. 

2.  Notification  of  the  Owner  of  the 
Windfall  Profit  Test 

Within  10  days  of  the  field  office’s 
receipt  of  the  notice  of  intent  to  request 
incentives  either  to  extend  low-income 
use  or  for  transfer  to  a  qualified 
purchaser,  the  owner  will  be  notified  by 
the  field  office  whether  or  not  the 
project  is  located  in  a  market  area  on 
the  affordable  housing  list. 

a.  If  the  market  area  is  not  on  the  list, 
the  field  office  will  proceed  with  sending 
the  owner  information  under  24  CFR 
248.131  (Information  from  the 
Commissioner). 

b.  If  the  applicable  market  area  is  on 
the  list,  the  field  office  will  also  inform 
the  owner  that  the  project  may  be 
denied  eligibility  to  receive  incentives, 
depending  on  the  outcome  of  an 
assessment  of  the  supply  of  rental 
housing  (rental  market  conditions  test), 
unless  the  field  office  determines  that 
incentives  are  justified  to  meet  other 
public  policy  objectives. 

c.  The  field  office  will  notify  the 
owner,  within  30  working  days  after  the 
receipt  of  the  notice  of  intent,  of  the  field 
office’s  determinations  regarding  the 
rental  market  condition  test  and  the 
other  public  policy  objectives.  The 
notification  will  inform  the  owner  of  the 
Department’s  decision  whether  or  not 
the  project  is  eligible  to  apply  for 
incentives,  and  will  state  the  reasons  for 
the  field  office’s  decision  if  the  project  is 
denied  eligibility  to  receive  incentives.  If 
the  owner  is  eligible  to  apply  for 
incentives,  the  field  office  should 
proceed  to  send  the  owner  information 
under  24  CFR  248.131  (Information  from 
the  Commissioner). 

3.  Field  Office  Conduct  of  the  Rental 
Market  Conditions  Test  (Soft  Market 
Review) 

a.  Upon  receipt  of  the  owner’s  notice 
of  intent,  the  field  office  will,  if  the 
project  is  located  in  an  area  on  the 
affordable  housing  list,  conduct  an 
analysis  of  the  rental  market  in  the 
housing  market  area.  The  analysis  will 
be  conducted  in  accordance  with  the 


general  guidelines  and  content  and 
format  outlined  in  appendix  1  of  this 
document. 

b.  The  determination  to  deny  a  project 
eligibility  to  receive  incentives  will  be 
made  by  the  HUD  field  office,  based  on 
its  analysis  of  the  conditions  in  the 
housing  market  area  and  a 
determination  whether  other  public 
policy  objectives  apply. 

4.  Field  Office  Determination  of  Public 
Policy  Objectives 

If  a  project  is  located  in  an  area  on  the 
affordable  housing  list  and  the  Field 
Office  has  determined  that  the  market 
area  has  a  surplus  of  rental  housing,  i.e., 
the  supply  of  vacant  available  rental 
housing  significantly  exceeds  the 
demand  (surplus  market),  the  Field 
Office  will  conduct  a  review  to 
determine  whether  the  project  may  still 
be  eligible  to  apply  for  incentives  in 
order  to  achieve  one  or  more  of  the 
public  policy  objectives  under  section 
218(a)(2). 

The  Field  Office  will  have  to  make  a 
finding  that  a  denial  of  eligibility  to 
apply  for  incentives  will  not  materially 
affect: 

a.  The  availability  of  decent,  safe  and 
sanitary  housing  affordable  to  low- 
income  families  or  persons  in  the  area 
the  housing  could  reasonably  be 
expected  to  serve; 

b.  The  ability  of  low-income  families 
or  persons  to  find  affordable,  decent, 
safe,  and  sanitary  housing  near 
employment  opportunities;  or 

c.  The  housing  opportunities  of 
minorities  in  the  community  within 
which  the  housing  is  located. 

Since  a  project  is  on  the  list  of  areas 
with  relatively  affordable  housing  for 
low-income  families,  the  finding  under 
paragraph  "a."  above  is  more  project- 
specific,  i.e.,  the  project  represents  the 
only  source  of  low-income  rental 
housing  in  the  immediate  area;  or  there 
is  a  shortage  of  a  particular  type  of 
rental  housing  provided  by  the  project 
such  as  units  suitable  for  the  elderly, 
disabled,  or  large  families. 

5.  Duration  of  Market  Review  Findings 

a.  The  HUD  field  office  is  not  required 
to  conduct  a  market  review  for  each 
project  submitting  a  notice  of  intent  to 
request  incentives  in  a  particular 
housing  market  area.  The  findings  of  the 
market  review  conducted  by  the  HUD 
field  office  upon  submission  of  the  first 
project  in  a  market  area  are  to  be 
considered  valid  for  a  period  of  at  least 
12  months.  Thus,  any  subsequent  project 
requesting  incentives  which  is  located  in 
a  market  area  identified  as  a  soft  market 
within  the  last  12  months  will  be  denied 
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eligibility  to  receive  incentives  unless 
the  field  office  determines  that 
incentives  are  necessary  to  meet  the 
other  public  policy  objectives  stated 
above. 

b.  An  owner  of  a  project  submitting  a 
notice  of  intent  subsequent  to  the  fidd 
office's  initial  soft  market  review  of  a 
particular  market  area  may  request  diat 
the  field  office  conduct  another  market 
review  if  the  owner  believes  that  market 
conditions  have  changed.  The  owner's 
request  must  provide  sufficient  reliable 
data  and  market  information  (see 
appendix  2  of  this  document)  which 
evidence  that  market  conditions  have 
changed  significantly  since  the  time  of 
the  previous  review. 


WUJNO  CODE  4210-32-11 


Section  232  (e)  Windfall  Profits  Test 
Part  1  *  Affordable  Housing  Areas  List 

METROPOLITAN  AREAS 


STATE 

METROPOLITAN  AREA 

METROPOLITAN  AREA 

AK 

ANCHORAGE.  AK 

AL 

DECATUR.  AL 

GADSDEN.  AL 

CO 

BOULDER -LONGMONT.  CO 

DENVER.  CO 

CT 

BRISTOL.  CT 

MIDDLETOWN,  CT 

FL 

FORT  WALTON  BEACH.  FL 

WEST  PALM  BEACH-BOCA  RATON 

GA 

ALBANY.  GA 

ATHENS.  GA 

MACON- WARNER  ROBINS.  GA 

SAVANNAH.  GA 

lA 

CEDAR  RAPIDS.  lA 

OES  MOINES.  lA 

IL 

BLOOMINGTON-NORHAL.  IL 
SPRINGFIELD.  IL 

CHAMPA  I GN-URBANA-RANTOUL. 

IN 

ANDERSON.  IN 

BLOOMINGTON.  IN 

FORT  WAYNE.  IN 

INDIANAPOLIS.  IN 

MUNCIE.  IN 

SOUTH  BENO-MISHAWAKA.  IN 

KS 

TOPEKA.  KS 

WICHITA.  KS 

KY 

LOUISVILLE.  KY-IN 

OWENSBORO,  KY 

LA 

LAKE  CHARLES.  LA 

SHREVEPORT,  LA 

MI 

BATTLE  CREEK.  MI 

DETROIT.  MI 

JACKSON.  MI 

SAGINAW-BAY  CITY-MIDLAND.  HI 

KALAMAZOO.  MI 

MN 

MINNEAPOLIS-ST.  PAUL,  MN-WI 

ROCHESTER.  MN 

MO 

COLUMBIA.  MO 

JOPLIN.  MO 

ST.  JOSEPH.  MO 

ST.  LOUIS.  MO-IL 

NC 

ASHEVILLE.  NC 

CHARLOTTE -GASTONIA-ROCK  HI 

RALEIGH-OURHAM.  NC 

WILMINGTON,  NC 

NO 

BISMARCK.  MT 

FARGO-MOORHEAD.  NO-MN 

NE 

LINCOLN.  NE 

OMAHA.  NE-IA 

NY 

BINGHAMTON.  NY 

BUFFALO.  NY 

OH 

AKRON.  OH 

CANTON.  OH 

COLUMBUS.  OH 

DAYTON-SPRINGFIELD.  OH 

LORAIN-ELYRIA.  OH 

MANSFIELD.  OH 

TOLEDO.  OH 

YOUNGSTOWN-WARREN.  OH 

OK 

LAWTON.  OK 

OKLAHOMA  CITY.  OK 

PA 

PITTSBURGH.  PA 

SCRANTON- -WILKES-BARRE.  PA 

SC 

ANDERSON.  SC 

COLUMBIA.  SC 

SO 

SIOUX  FALLS.  SO 

TN 

JACKSON.  TN 

TX 

AMARILLO.  TX 

AUSTIN,  TX 

FORT  WORTH-ARLINGTON.  TX 

GALVESTON-TEXAS  CITY.  TX 

MIDLAND.  TX 

SHERMAN-DENISON,  TX 

UT 

SALT  LAKE  CITY-OGOEN,  UT 

VA 

CHARLOTTESVILLE.  VA 

ROANOKE.  VA 

DANVILLE.  VA 

WA 

RICHLANO-KENNEWICK-PASCO.  WA 

VANCOUVER.  WA 

WI 

APPLETON-OSHKOSH-NEENAH.  WI 

EAU  CLAIRE.  WI 

KENOSHA.  WI 

MADISON.  WI 

SHEBOYGAN.  WI 

WAUSAU.  WI 

NONMETROPOLITAN  AREAS 


STATE  COUNTY 


COUNTY 


ATON-DEL 

UL,  IL 

IN 

K  HILL, 

I 

.  PA 

TX 


METROPOLITAN  AREA 
HUNTSVILLE.  AL 

AUGUSTA,  GA-SC 

DUBUQUE,  I A 
DECATUR,  IL 


METROPOLITAN  AREA 
MONTGOMERY.  AL 

COLUMBUS.  GA-AL 

IOWA  CITY.  lA 
ROCKFORD,  IL 


ELKHART-GOSHEN.  IN  EVANSVILLE-HENOERSON.  IN-KY 

KOKOMO.  IN  LAFAYETTE-WEST  LAFAYETTE.  IN 

TERRE  HAUTE.  IN 


FLINT.  MI  GRAND  RAPIDS.  MI 

LANSING-EAST  LANSING.  MI  MUSKEGON.  MI 

KANSAS  CITY,  MO-KS  SPRINGFIELD,  MO 

GREENSBORO--WINSTON-SALEM--HIG  HICKORY-MORGANTON.  NC 


SYRACUSE.  NY 
CINCINNATI.  OH-KY-IN 
HAMILTON-MIDDLETOWN.  OH 
PARKERSBURG-MARIETTA.  WV-OH 


CLEVELAND,  OH 
LIMA.  OH 

STEUBENVILLE-WEIRTON.  OH-WV 


FLORENCE. 

SC 

BRAZORIA. 

TX 

HOUSTON, 

TX 

TEXARKANA 

.  TX-TEXARKANA 

LYNCHBURG 

.  VA 

GREEN  BAY 

.  WI 

MILWAUKEE 

.  WI 

GREENVILLE -SPARTANBURG.  SC 


DALLAS.  TX 
LUBBOCK,  TX 
WACO.  TX 

RICHMONO-PETERSBURG.  VA 


UANESVILLE-BELOIT.  WI 
RACINE.  WI 


COUNTY 


COUNTY 
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Section  222  (•)  Windfall  Profits  Test 
Part  1  -  Affordable  Housing  Areas  List 
NONMCTROPOLITAN  AREAS 


STATE 

COUNTY 

COUNTY 

AL 

BIBB 

CHAMBERS 

CLARKE 

CLAY 

ESCAMBIA 

FAYETTE 

HENRY 

LAMAR 

MARION 

MARSHALL 

TALLADEGA 

TALLAPOOSA 

AR 

ARKANSAS 

ASHLEY 

COLUMBIA 

CONWAY 

FRANKLIN  . 

GRANT 

LITTLE  RIVER 

UNION 

OUACHITA 

AZ 

GREENLEE 

CA 

COLUSA 

CO 

ELBERT 

CT 

HARTFORD 

NEW  LONDON 

FL 

BAKER 

CALHOUN 

HAMILTON 

JACKSON 

SUWANNEE 

TAYLOR 

GA 

BACON 

BALDWIN 

BERRIEN 

BLECKLEY 

BULLOCH 

BURKE 

CHARLTON 

CHATTOOGA 

COLQUITT 

CRAWFORD 

DECATUR 

DODGE 

EMANUEL 

FLOYD 

GLYNN 

GORDON 

HALL 

HARALSON 

JASPER 

JEFF  DAVIS 

LAMAR 

LAURENS 

LUMPKIN 

MERIWETHER 

MORGAN 

MURRAY 

PIERCE 

PIKE 

PUTNAM 

RABUN 

STEPHENS 

SUMTER 

TERRELL 

TIFT 

UPSON 

WARE 

WAYNE 

WHITE 

WILKES 

WILKINSON 

lA 

BENTON 

BUCHANAN 

CERRO  GORDO 

CHEROKEE 

CLINTON 

CRAWFORD 

FLOVO 

FRANKLIN 

HANCOCK 

HARDIN 

IOWA 

JASPER 

LEE 

LOUISA 

MARSHALL 

MILLS 

PLYMOUTH 

POWESHIEK 

WASHINGTON 

WEBSTER 

IL 

ADAMS 

CARROLL 

CLARK 

COLES 

OE  WITT 

DOUGLAS 

FORD 

GALLATIN 

COUNTY 

COUNTY 

CHEROKEE 

CHILTON 

CLEBURNE 

COVINGTON 

FRANKLIN 

GENEVA 

LEE 

LIMESTONE 

MONROE 

PICKENS 

WASHINGTON 

WINSTON 

BENTON 

CLEVELAND 

DALLAS 

DREW 

HEMPSTEAD 

HOWARD 

POPE 

SEVIER 

COLUMBIA 

GULF 

JEFFERSON 

LIBERTY 

UNION 

BANKS 

BARTOW 

BRANTLEY 

BRYAN 

CAMDEN 

CARROLL 

CLINCH 

COFFEE 

CRISP 

DAWSON 

DOOLY 

ELBERT 

FRANKLIN 

GLASCOCK 

GREENE 

HABERSHAM 

HARRIS 

HART 

JEFFERSON 

JOHNSON 

LINCOLN 

LOWNDES 

MITCHELL 

MONROE 

OGLETHORPE 

PICKENS 

POLK 

PULASKI 

SCHLEY 

SEMINOLE 

TALBOT 

TAYLOR 

TROUP 

TWIGGS 

WARREN 

WASHINGTON 

WHITFIELD 

WILCOX 

WORTH 

BUENA  VISTA 

CARROLL 

CHICKASAW 

CLAY 

OES  MOINES 

EMMET 

GRUNDY 

HAMILTON 

HENRY 

HUMBOLDT 

JONES 

KOSSUTH 

MADISON 

MARION 

MONTGOMERY 

MUSCATINE 

STORY 

TAMA 

WINNEBAGO 

WORTH 

CASS 

CHRISTIAN 

CRAWFORD 

OE  KALB 

EDWARDS 

EFFINGHAM 

HANCOCK 

HENDERSON 
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Section  2?2  (e)  windfall  Profits  Test 
Part  I  ■  Affordable  Housing  Areas  List 
NONMETROPOLITAN  AREAS 


STATE 

COUNTY 

COUNTY 

IROOUOIS 

JASPER 

JOHNSON 

KNOX 

LOGAN 

MACOUPIN 

MASON 

MASSAC 

MORGAN 

MOULTRIE 

PIATT 

POPE 

RICHLAND 

SALINE 

VERMILION 

WABASH 

WAYNE 

WHITE 

IN 

AOAMS 

BARTHOLOME 

CARROLL 

CASS 

DUBOIS 

FAYETTE 

FULTON 

GIBSON 

HENRY 

HUNTINGTON 

JEFFERSON 

KNOX 

MARSHALL 

MARTIN 

NEWTON 

NOBLE 

PARKE 

PERRY 

RANDOLPH 

RIPLEY 

STARKE 

STEUBEN 

WABASH 

WHITE 

WARREN 

KS 

ALLEN 

ANDERSON 

BARTON 

BOURBON 

CHAUTAUQUA 

CHEROKEE 

COFFEY 

COMANCHE 

DECATUR 

DICKINSON 

ELLIS 

FINNEY 

GOVE 

GRAHAM 

GREELEY 

HAMILTON 

HODGEMAN 

JACKSON 

KINGMAN 

KIOWA 

LINN 

LOGAN 

MONTGOMERY 

MORTON 

NESS 

NORTON 

PAWNEE 

PHILLIPS 

RAWLINS 

REI«] 

SALINE 

SCOTT 

SHERMAN 

STEVENS 

TREGO 

WABAUNSEE 

WILSON 

WOODSON 

KY 

ALLEN 

BUTLER 

GALLATIN 

GRANT 

HICKMAN 

HOPKINS 

MARSHALL 

MCCRACKEN 

PENDLETON 

SIMPSON 

TRIGG 

TRIMBLE 

LA 

ALLEN 

ASSUMPTION 

OE  SOTO 

EAST  FELIC 

JACKSON 

JEFFERSON 

POINTE  COUPEE 

RICHLAND 

ST.  MARY 

TANGIPAHOA 

IN 

COUNTY 

JEFFERSON 

LAWRENCE 

MARION 

IE 

MCDONOUGH 

OGLE 

LOMEW 

PUTNAM 

STEPHENSON 

WARREN 

BENTON 

E 

CLINTON 

FOUNTAIN 

GTON 

GRANT 

JASPER 

N 

KOSCIUSKO 

MIAMI 

OHIO 

PULASKI 

RUSH 

SULLIVAN 

ON 

WAYNE 

ATCHISON 

N 

BROWN 

EE 

CHEYENNE 

HE 

COWLEY 

SON 

DONIPHAN 

1 

ON 

FORD 

GRANT 

HARPER 

N 

JEFFERSON 

1 

LABETTE 

LYON 

NEMAHA 

1 

OSAGE 

PS 

POTTAWATOMIE 

IS 

ROOKS 

SEWARD 

SUMNER 

ISEE 

WALLACE 

IN 

CARROLL 

IS 

HANCOCK 

LIVINGSTON 

KEN 

MUHLENBERG 

IN 

SPENCER 

E 

UNION 

TION 

BEAUREGARD 

ELICIANA 

FRANKLIN 

ISON  OAVIS 

LINCOLN 

>NO 

ST.  HELENA 

•AHOA 

UNION 

COUNTY 

UO  DAVIESS 

LIVINGSTON 

MARSHALL 

MERCER 

PERRY 

RANDOLPH 

UNION 

WASHINGTON 

BLACKFORD 

CRAWFORD 

FRANKLIN 

GREENE 

JAY 

LA  PORTE 

MONTGOMERY 

ORANGE 

PUTNAM 

SPENCER 

UNION 

WELLS 

BARBER 

CHASE 

CLARK 

CRAWFORD 

ELK 

FRANKLIN 

GRAY 

HASKELL 

KEARNY 

LANE 

MCPHERSON 

NEOSHO 

OSBORNE 

PRATT 

RUSSELL 

SHERIDAN 

THOMAS 

WICHITA 

FRANKLIN 

HENRY 

LYON 

NELSON 

TAYLOR 

WARREN 

CAMERON 

IBERVILLE 

MOREHOUSE 

ST.  JAMES 

WEBSTER 
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Section  222  (e)  Windfall  Profits  Test 
Part  I  ■  Affordable  Housing  Areas  List 
NONMETROPOLITAN  AREAS 

STATE  COUNTY  COUNTY 


MO 

WEST  FELICIANA 

CAROLINE 

TALBOT 

MI 

ALLEGAN 

ALPENA 

CASS 

DELTA 

LENAWEE 

SHIAWASSEE 

MN 

VAN  BUREN 

BROWN 

COTTONWOOD 

FREEBORN 

GOODHUE 

LE  SUEUR 

LYON 

MOWER 

NICOLLET 

POLK 

RICE 

WABASHA 

WASECA 

MO 

WINONA 

ADAIR 

ATCHISON 

CALLAWAY 

CAPE  GIRARDEAU 

COLE 

GASCONADE 

LINCOLN 

LIVINGSTON 

NODAWAY 

OSAGE 

RALLS 

RANDOLPH 

VERNON 

WARREN 

MS 

CLAIBORNE 

CLAY 

LAWRENCE 

LINCOLN 

MT 

WARREN 

RICHLAND 

ROSEBUD 

NC 

ANSON 

BRUNSWICK 

CARTERET 

CASWELL 

EDGECOMBE 

GATES 

HARNETT 

HAYWOOD 

IREDELL 

JOHNSTON 

MCDOWELL 

MONTGOMERY 

PASQUOTANK 

PERSON 

ROCK  I NGHAM 

RUTHERFORD 

SURRY 

TRANSYLVANIA 

WAYNE 

WILSON 

NO 

BILLINGS 

EMMONS 

OLIVER 

RANSOM 

SHERIDAN 

SIOUX 

STUTSMAN 

TRAILL  * 

NE 

ADAMS 

BOX  BUTTE 

CHERRY 

CHEYENNE 

DAWSON 

DEUEL 

HALL 

KEITH 

MADISON 

NEMAHA 

PHELPS 

PLATTE 

SAUNDERS 

SEWARO 

OH 

ASHLAND 

BROWN 

COLUMBIANA 

COSHOCTON 

DEFIANCE 

ERIE 

HARDIN 

HARRISON 

HOCKING 

HURON 

MERCER 

MONROE 

OTTAWA 

PAULDING 

COUNTY 


COUNTY 


BARRY  BRANCH 

GRAND  TRAVERSE  IONIA 

ST.  JOSEPH  TUSCOLA 


DODGE 

HOUSTON 

MARTIN 

NOBLES 

ROCK 

WATONWAN 


FARIBAULT 

lake 

MCLEOD 

PENNINGTON 

STEELE 

WILKIN 


AUDRAIN 

CLARK 

HENRY 

MACON 

PETTIS 

SALINE 

WEBSTER 

GEORGE 

SIMPSON 


BATES 

CLINTON 

LEWIS 

MARION 

PIKE 

STE.  GENEVIEVE 

LAFAYETTE 

TISHOMINGO 


CALDWELL 

CLEVELAND 

GRANVILLE 

HENDERSON 

LEE 

MOORE 

POLK 

SCOTLAND 

VANCE 


CAMOEN 

DARE 

GREENE 

HOKE 

LENOIR 

NASH 

RICHMOND 

STANLY 

WASHINGTON 


MCLEAN 

RICHLAND 

STARK 

WILLIAMS 

BUTLER 

CUMING 

DODGE 

KIMBALL 

OTOE 

REO  WILLOW 

SHERIDAN 

CHAMPAIGN 

CRAWFORD 

GALLIA 

HENRY 

LOGAN 

MORROW 

PERRY 


MERCER 

SARGENT 

STEELE 


DAWES 

FILLMORE 

LINCOLN 

PERKINS 

SALINE 

YORK 

CLINTON 

OARKE 

HANCOCK 

HIGHLAND 

MARION 

MUSKINGUM 

PREBLE 
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Sactlon  222  (e)  Windfall  Profits 

Test 

Part 

I  -  Affordable  Housing  Areas 

List 

NONMETROPOLITAN  AREAS 

STATE 

COUNTY 

COUNTY 

PUTNAM 

ROSS 

SHELBY 

TUSCARAWAS 

WILLIAMS 

WYANOOT 

OK 

alfalfa 

BEAVER 

CARTER 

CHOCTAW 

GRAOY 

HARPER 

KINGFISHER 

LE  FLORE 

MURRAY 

MUSKOGEE 

PONTOTOC 

ROGER  MILLS 

TEXAS 

WASHINGTON 

WOOOWARO 

PA 

ELK 

WARREN 

SC 

ABBEVILLE 

BARNWELL 

CHEROKEE 

CHESTER 

OILLON 

EDGEFIELD 

GREENWOOO 

KERSHAW 

MARION 

MARLBORO 

OCONE  E 

ORANGEBURG 

SO 

BEADLE 

BROOKINGS 

OAVISON 

FALL  RIVER 

LINCOLN 

MOOOY 

TN 

BEDFORD 

BRADLEY 

DYER 

GIBSON 

LAUDERDALE 

LAWRENCE 

MAURY 

MCMINN 

OBION 

PUTNAM 

WARREN 

WHITE 

TX 

ANDERSON 

ANDREWS 

BAYLOR 

BLANCO 

BURLESON 

CALHOUN 

CARSON 

CHAMBERS 

COKE 

COLORADO 

CROCKETT 

DAWSON 

FANNIN 

FAYETTE 

GAINES 

GLASSCOCK 

HARDEMAN 

HARTLEY 

HOOD 

HOWARD 

IRION 

JACK 

KERR 

LAMPASAS 

LLANO 

LOVING 

MILAM 

MOORE 

NOLAN 

OCHILTREE 

PECOS 

REAGAN 

RUSK 

SCHLEICHER 

SHERMAN 

SOMERVELL 

TERRELL 

TITUS 

WALKER 

WARD 

WILBARGER 

YOUNG 

WINKLER 

UT 

BOX  ELDER 

TOOELE 

VA 

ALLEGHANY 

AMELIA 

BEDFORD 

BEDFORD 

COUNTY 

COUNTY 

SANDUSKY 

SENECA 

IAS 

VAN  WERT 

WAYNE 

BECKHAM 

CAOOO 

CUSTER 

GARVIN 

HASKELL 

KAY 

LOVE 

MAJOR 

OKMULGEE 

PITTSBURG 

LLS 

SEMINOLE 

STEPHENS 

ON 

WASHITA 

WOODS 

BEAUFORT 

CALHOUN 

CHESTERFIELD 

DARLINGTON 

0 

FAIRFIELD 

GEORGETOWN 

LANCASTER 

LAURENS 

1 

MCCORMICK 

NEWBERRY 

IRG 

SALUDA 

UNION 

IS 

CLAY 

CODINGTON 

'ER 

HUGHES 

LAKE 

UNION 

YANKTON 

COFFEE 

CROCKETT 

GREENE 

HUMPHREYS 

MACON 

MARSHALL 

MEIGS 

MOORE 

SMITH 

TROUSDALE 

ARCHER 

AUSTIN 

BOSOUE 

BROWN 

CALLAHAN 

CAMP 

CHEROKEE 

CLAY 

1 

COOKE 

CRANE 

ERATH 

FALLS 

FISHER 

FREESTONE 

;k 

GRAY 

HANSFORD 

HEMPHILL 

HENDERSON 

HUNT 

HUTCHINSON 

JONES 

KENDALL 

LEE 

LIMESTONE 

MARTIN 

MATAGORDA 

MORRIS 

NAVARRO 

;e 

PALO  PINTO 

PANOLA 

ROBERTS 

RUNNELS 

<ER 

SCURRY 

SHACKELFORD 

■L 

STEPHENS 

SUTTON 

UPSHUR 

UPTON 

WASHINGTON 

WHARTON 

WISE 

YOAKUM 

APPOMATTOX 

BLAKIO 


AUGUSTA 

BRUNSWICK 
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Section  233  (e)  Windfall  Profits  Test 
Part  I  *  Affordable  Housing  Areas  List 
NONMETROPOLITAN  AREAS 


■  STATE 

COUNTY 

COUNTY 

CARROLL 

CLARKE 

CULPEPER 

DICKENSON 

FAUQUIER 

FRANKLIN 

GRAYSON 

GREENSVILLE 

HENRY 

ISLE  OF  WIGHT 

KING  WILLIAM 

LANCASTER 

MARTINSVILLE 

MATHEWS 

NORTHUMBERLAND 

NOTTOWAY 

PRINCE  EDWARD 

PULASKI 

ROCKINGHAM  • 

SMYTH 

SPOTSYLVANIA 

STAUNTON 

WARREN 

WAYNESBORO 

WYTHE 

• 

WA 

ADAMS 

COWLIT2 

WI 

COLUMBIA 

CRAWFORD 

FONO  OU  LAC 

GRANT 

IOWA 

UEFFERSON 

LINCOLN 

MANITOWOC 

MONROE 

ONEIOA 

PORTAGE 

SHAWANO 

VERNON 

WALWORTH 

WOOD 

wv 

BERKELEY 

BOONE 

MERCER 

MINGO 

RALEIGH 

TYLER 

wv 

CAMPBELL 

CARBON 

HOT  SPRINGS 

OOHNSON 

UINTA 

WASHAKIE 

WLUNO  CODE  4210^-C 


L 


COUNTY 

COUNTY 

CLIFTON  FORGF 

CRAIG 

tMPORIA 

ESSEX 

FRANKLIN 

FREDERICK 

HALIFAX 

HARRISONBURG 

KING  AND  QUEEN 

KING  GEORGE 

LOUISA 

LUNENBURG 

MECKLEN8URQ 

NELSON 

ORANGE 

PATRICK 

RAPPAHANNOCK 

RICHMOND 

SOUTH  BOSTON 

SOUTHAMPTON 

SURRY 

SUSSEX 

WESTMORELANO 

WISE 

LINCOLN 

DODGE 

DOOR 

GREEN 

GREEN  LAKE 

KEWAUNEE 

LAFAYETTE 

MARINETTE 

MARQUETTE 

PEPIN 

PIERCE 

TAYLDR 

TREMPEALEAU 

WAUPACA 

WAUSHARA 

LOGAN 

MASON 

MORGAN 

PLEASANTS 

WETZEL 

WYOMING 

CONVERSE 

FREMONT 

PARK 

SWEETWATER 
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Appendix  2 

Section  222(e)  Windfall  Profits  Test 

Guidelines  for  Conducting  the  Rental 
Market  Analysis 

1.  Definition  of  the  Market  Area 

For  the  purpose  of  the  analysis,  the 
housing  market  area  (where  housing 
units  of  similar  characteristics  are  in 
relative  competition  with  each  other)  is 
defined,  in  the  case  of  a 
nonmetropolitan  area,  as  the  county  in 
which  the  project  is  located.  For  projects 
located  in  metropolitan  areas,  the 
market  area  is  generally  defined  as  the 
entire  Primary  Metropolitan  Statistical 
Area  (PMSA/MSA).  (In  unusual 
circumstances,  such  as  the  case  of  very 
large  metropolitan  areas,  the  defined 
market  area  may  be  only  a  part  of  the 
larger  area.) 

2.  Evidence  Indicating  a  Soft  Market 
Condition  (Surplus  of  Rental  Housing] 

Experience  has  shown  that  certain 
market  conditions  are  indicative  of  a 
soft  rental  market.  The  existence  of  one 
or  more  of  these  conditions  does  not 
automatically  establish  the  market  area 
as  a  soft  market,  but  indicates  the  need 
for  further  analysis. 

a.  Upward  trends  in  the  number  of 
defaults  and  foreclosures  in  rental 
projects  and  the  existence  of  a  large 
inventory  of  HUD  acquired  properties. 

b.  Unusually  low  rents  being  asked  for 
new  units  or  widespread  use  of 
concessions  for  both  new  and  existing 
imits.  Widespread  use  of  short-term 
leases. 

c.  Increases  in  overall  rental  vacancy 
rates  and  increases  in  vacancies  in 
existing  rental  projects  which  had 
previously  had  a  history  of  high 
occupancy. 

d.  Excessive  number  of  vacant  rentals 
(particularly  apartments]  of  particular 
size,  age,  project  or  unit  type,  or  other 
common  characteristic. 

e.  Rental  vacancy  rates  of  greater  than 
10  percent  overall  and  12  percent  or 
more  in  multifamily  rental  projects  for  a 
sustained  period  (24  months]. 

f.  Flat  or  stable  rents  in  existing 
projects  or  rent  increases  smaller  than 
what  could  be  expected  from  normal 
increases  in  property  taxes,  utilities, 
maintenance  costs  or  inflation. 

g.  Newly  built  rental  imits  are  being 
absorbed  at  a  slower  rate  than  in 
previous  periods,  vacancies  in  existing 
projects  are  on  the  market  for  a  longer 
period,  or  new  units  are  being  absorbed 
at  the  expense  of  existing  units. 

h.  Significant  declines  in  waiting  lists 
and  increases  in  the  size  and  frequency 
of  advertising. 


i.  Construction  or  proposed 
construction  of  a  substantial  number  of 
rental  units. 

j.  Downturns  in  the  local  economy,  as 
indicated  by  declining  employment 
growth,  reductions  by  major  employers 
or  increased  imemployment  or  evidence 
that  future  growth  wiU  not  be  sufficient 
to  increase  demand  to  levels  needed  to 
absorb  the  supply. 

A  rental  vacancy  rate  of  10  percent  or 
more  should  generally  be  considered 
excessive  for  almost  all  markets,  unless 
the  area  is  experiencing  a  sustained  and 
rapid  rate  of  growth.  In  market  areas 
with  moderate  to  low  levels  of 
household  growth,  rental  vacancy  rates 
of  less  than  10  percent  may  also  be 
considered  excessive,  especially  if  the 
impending  increase  in  supply  is 
significant.  A  vacancy  rate  cannot  be 
the  sole  basis  for  the  soft  market 
determination.  The  current  vacancy 
situation  must  be  considered  in  the 
context  of  other  factors. 

3.  Extent  and  Length  of  Time  for  Soft 
Market  Conditions 

Because  a  housing  market  is  dynamic, 
the  extent  of  the  surplus  condition  and 
the  estimated  length  of  time  the 
condition  is  expected  to  last  are 
important  factors  in  the  identification  of 
a  surplus  rental  market.  For  the 
purposes  of  the  windfall  profits  test  an 
area  is  considered  a  soft  market  if: 

a.  There  is  currently  a  surplus  of 
rental  housing  such  that  the  current 
excess  supply  of  vacant  available 
housing,  plus  units  currently  under 
construction  that  will  enter  the  market 
within  the  next  24  months,  is  expected 
to  exceed  demand  for  at  least  the  next 
24  months;  or 

b.  The  market  is  anticipated  to 
become  a  soft  market  within  the  next  12 
months  if,  based  on  the  housing 
production  (units  currently  under 
construction  or  with  firm  planning 
commitments],  in  combination  with  the 
current  supply  of  available  vacant  units, 
supply  is  expected  to  exceed  demand 
for  at  least  24  months. 

4.  Content  of  the  Analysis 

The  determination  is  based  on 
analysis  of  the  ciurent  and  anticipated 
conditions  in  the  overall  rental  market. 
The  analysis  takes  into  account  data 
from  the  1990  Decennial  Census  and  the 
most  recent  available,  locally  obtainable 
data  on  such  factors  as:  Changes  in 
population,  households  and 
employment,  the  housing  inventory, 
residential  construction  activity,  and 
recent  trends  in  the  absorption  of  rental 
housing.  A  determination  of  market 
conditions  must  be  a  comprehensive 


view  of  market  forces  and  trends  and 
comprise  the  following: 

a.  Forecasts  of  employment,  incomes, 
population  and  household  growth  and 
other  relevant  economic  factors. 

b.  Estimates  of  supply  and  demand 
taking  into  consideration  marketability 
factors,  such  as,  the  time  period 
necessary  to  successfully  absorb  the 
projects  comprising  the  existing  and 
planned  supply. 

c.  Analysis  of  the  potential  number  of 
units  eligible  to  prepay  during  the 
forecast  period  relative  to  any  excess 
supply  of  vacant  available  housing  plus 
units  currently  under  construction. 

d.  Estimates  of  current  and  future 
rental  vacancies  and  vacancy  rates. 

e.  Evaluation  of  local  market 
absorption  rates  in  terms  of  reduction  of 
supply  and  evaluation  of  rental 
absorption  experience  in  the  area,  so  as 
to  determine  whether  new  projects 
coming  on  the  market  are  adversely 
affecting  existing  inventories,  that  is, 
successful  occupancy  is  being  achieved 
at  the  cost  of  creating  sustained 
vacancies  in  existing  units. 

5.  Content  and  Format  of  the  Soft 
Market  Report 

The  specific  content  and  length  of  the 
soft  market  report,  which  will  vary 
depending  on  the  nature  of  the  local 
market  circumstances,  are  at  the 
discretion  of  the  Field  Office  staff 
conducting  the  review.  The  staff  is  not 
required  to  submit  a  lengthy  detailed 
report  for  a  housing  market  area  which 
it  has  not  identified  as  having  a  surplus 
of  rental  housing. 

The  report  should  be  as 
comprehensive  and  explicit  as  needed  to 
assure  an  imderstanding  of  the  rationale 
of  the  analysis  and  its  conclusions, 
findings  and  recommendations.  The 
market  analysis  review  is  expected  to 
contain  a  specific  determination  of 
whether  the  market  area  is  a  soft  rental 
market.  The  report  should  contain: 

a.  A  description  of  the  geographic 
boundaries  of  the  market  area  for  which 
the  determination  is  being  made, 
including  an  explanation  for  the 
definition  based  on  any  relevant 
characteristics. 

b.  An  analysis  of  current  market 
conditions  and  a  forecast  of  future 
conditions  over  the  next  24  months, 
including  consideration  of  the  following: 

(1]  The  recent  trend  in  household 
growth  and  an  estimate  of  growth  over 
the  forecast  period,  comparing  the 
growth  to  the  annual  changes  in  housing 
production  and  the  current  inventory. 

(2]  The  current  overall  rental  vacancy 
rate  and  a  discussion  of  any  specific 
vacancy  problems  in  the  market. 
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(3)  A  discussion  of  recent  market 
experience,  including  absorption 
experience  of  new  housing  projects, 
occupancy  levels  and  recent  trends  in 
existing  projects  and  a  discussion  of 
current  rents,  recent  trends,  and 
anticipated  trend,  given  anticipated 
market  conditions  as  of  the  forecast 
period. 


(4)  The  number  of  units  under 
construction  and  the  characteristics  of 
these  units.  The  number  of  units  in 
advanced  planning  stages,  e.g.,  with 
building  permits  or  firm  financial 
commitments. 

(5)  An  analysis  that  reconciles  the 
estimates  of  annual  demand  with  the 
forecast  of  household  growth  and  the' 


anticipated  supply  (current  vacancy 
situation  and  supply  of  units  in 
production). 

(6)  A  discussion  of  the  length  of  time 
the  identified  market  conditions  are 
anticipated  to  last. 
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